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EXECUTIVE SUMMARY
ANTELOPE LAKES SEWER, L.L.C
DOCKET no. SW-20510A-07-0062

On January 29, 2007, Antelope Lakes Sewer, L.L.C. ("ALS" or "Wastewater Company")
filed an application with the Arizona Corporation Commission ("ACC" or "Commission") for a
Certificate of Convenience and Necessity ("CC&N") to provide wastewater service in portions
of Yavapai County, Arizona. On January 30, 2008, Staff tiled a Sufficiency Letter indicating
that the application had met the sufficiency requirements of Arizona Administrative Code.

ALS is a  Limited Liability Company,  in good standing with the ACC Corporations
Division, and formed to provide wastewater utility service in a portion of Yavapai County,
Arizona,  and is seeking a  CC&N for  these areas.  At the end of five years the Wastewater
Company is projecting to be servicing 1,092 customers, all of whom will be residential. Mr.
Paul D. Levie and his wife, Mrs. Rae Levin own ALS and have interest in three public utility
companies in Arizona. Altogether, the water systems owned by Mr. and Mrs. Levie provide
utility service to approximately 980 customers in Arizona.

Staff has reviewed the proposed total wastewater plant-in-service and found the plant
facilit ies and cost  to be reasonable and appropr ia te. However ,  approva l of this  CC&N
application does not imply any particular future treatment for determining the rate base. No
"used and useful" determination of the proposed plant-in-service was made, and no conclusions
should be inferred for rate making or rate base purposes in the future

Wastewater Service CC&N

Staff recommends the Commission approve ALS' applica t ion for  a  CC&N for  the
requested area that is within the boundaries of its proposed or initial plant (specifically, as
outlined in Attachment D) within portions of Yavapai County, Arizona, to provide wastewater
service, subj et to compliance with the following conditions

1.  That the Commission find that  the fair  value rate base of ALS' property devoted to
wastewater service is $4.073.710

2. That the Commission approve Stafi"s rates as shown on Wastewater Schedule DRE
WW-4 in the attached Rate Analyst Report. In addition to collection of its regular rates
ALS may collect from its customers a proportionate share of any privilege, sales or use
tax

3. That the Commission require ALS to file with Docket Control, as a compliance item in
this docket, a tariff consistent with the rates and charges authorized by the Commission
within 30 days of the decision in this matter



4. Tha t the  Commis s ion re quire  ALS  to file  notice  with Docke t control, a s  a  complia nce
ite m in this  docke t, tha t ALS  ha s  s ta rte d providing se rvice  to its  firs t cus tome r within 15
days  of providing se rvice .

5. Tha t the  Commis s ion re quire  ALS  to file  a  ra te  a pplica tion no la te r tha n thre e -months
following the  5th annive rsa ry of the  da te  it begins  providing se rvice  to its  firs t cus tomer.

Tha t the  Commiss ion re quire  ALS  to ma inta in its  books  a nd re cords  in a ccorda nce  with
the  NARUC Uniform Sys te m of Accounts  for Wa s te wa te r Utilitie s .

7. Tha t the  Commiss ion require  ALS to use  the  deprecia tion ra te s  recommended by S ta ff

8. Tha t the  Commiss ion require  ALS to finance  a t le a s t 70-pe rcent of its  plant with equity.

9. Tha t the  Commiss ion require  ALS to submit a  Wate r Se rvices  Te rmina tion Ta riff, subj act
to approva l by the  Commiss ion, with Abra  Wate r Company, Inc. tha t would provide  ALS
the  re me dy of dis conne ction of wa te r s e rvice  for cus tome rs  who ha ve  a  wa s te wa te r
se rvice  de linquency. This  ta riff should be  filed within 365 days  of a  decis ion in this  ca se .

10. Tha t the  Commis s ion re quire  ALS  to file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, copie s  of the  Ge ne ra l P e rmits  for the  colle ction s ys te m for P ha s e  l of the
initia l phase  of the  deve lopment when rece ived by the  Wastewate r Company, but no la te r
than 2 years  a fte r the  e ffective  da te  of the  order granting this  applica tion.

11. Tha t the  Commiss ion re quire  ALS  file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  copy of the  APP within 2 years  a fte r the  e ffective  da te  of the  order granting this
a pplica tion.

12. Tha t the  Commis s ion re quire  ALS  to file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, an amended lega l description for the  a rea  outlined in Attachment D, no la te r
than 15 days  a lte r the  e ffective  da te  of the  order granting this  applica tion.

13. Tha t the  Commis s ion re quire  ALS  to file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, each January 15th until Mr. Maurice  Lee  is  no longer a ssocia ted with ALS or
a ny of its  a ffilia te s , a n a ffida vit s igne d by a ll the  me mbe rs  of the  utility LLC, informing
the  Commiss ion tha t Mr. Lee  pe rformed no se rvices  for and was  not and is  not employed
by or a ffilia ted in any capacity with ALS during the  previous  yea r.

6.

14. Tha t the  Commiss ion re quire  ALS  to provide  a  pe rforma nce  bond or irre voca ble  s ight
dra ft le tte r of cre dit of $250,000. The  bond or le tte r of cre dit sha ll re ma in in pla ce  until
furthe r Orde r of the  Commiss ion. P roof of the  pe rforma nce  bond or le tte r of cre dit sha ll
be  file d in this  docke t, a s  a  complia nce  ite m, prior to s e rvice  be ing provide d to a ny
cus tome r. The re a fte r, the  proof of the  pe rforma nce  bond or le tte r of cre dit sha ll be  file d
semi-annually on each July and January covering the  preceding s ix month period



S ta ff furthe r recommends  tha t the  Comlniss ion's  Decis ion granting the  CC&N to ALS be
cons ide red null and void, a fte r due  process , should ALS fa il to mee t Conditions  Nos . 3, 9, 10, ll,
and 12, lis ted above  within the  time  specified

Sta ff a lso recommends  tha t the  Commiss ion deny ALS ' reques t for a  CC&N in the  a reas
outside the boundaries of the areas recommended by S ta ff.
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In tro d u c tio n

On Janua ry 29, 2007, Ante lope  Lakes  Sewer, L.L.C. ("ALS" or "Was tewa te r Company")
file d a n a pplica tion with the  Arizona  Corpora tion Commis s ion ("ACC" or "Commis s ion") for a
Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  wa s te wa te r s e rvice  in portions
of Yavapa i County, Arizona .

On Fe brua ry 22, 2007, the  ACC Utilitie s  Divis ion ("S ta ff") file d a n Ins ufficie ncy Le tte r,
in d ica tin g  th a t ALS  a p p lica tio n  d id  n o t me e t th e  s u ffic ie n cy re q u ire me n ts  o f Arizo n a
Adminis tra tive  Code  ("A.A.C.") R14-2-602(B). A copy of the  Ins ufficie ncy Le tte r wa s  s e nt to
ALS  via  U.S  ma il. In  the  le tte r, S ta ff lis te d the  de ficie ncie s  to  be  cure d for a dminis tra tive
purposes.

On Ja nua ry 30, 2008, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t the  a pplica tion ha d
met the  sufficiency requirements  of the  A.A.C.

Background

ALS  is  a  Limite d  Lia bility Compa ny, in  good s ta nding  with  the  ACC Corpora tions
Divis ion, a nd forme d to  provide  wa s te wa te r utility s e rvice  in  a  portion of Ya va pa i County,
Arizona , and is  seeking a  CC&N for these  a reas .

The  re que s te d a re a  is  a pproxima te ly s ix squa re -mile s  or 3,840 a cre s  a nd include s  the
community of Paulden, which is  loca ted approxima te ly 25 mile s  north of P re scott. At the  end of
live  ye a rs  the  Wa s te wa te r Compa ny is  proje cting to be  se rvicing 1,092 cus tome rs , a ll of whom
will be  re s ide ntia l

Mr. Pa ul D. Le vie  a nd his  wife , Mrs . Ra e  Le vie  own ALS . The  Couple  ha s  a n inte re s t in
the  fo llowing public u tilitie s  in  Arizona : Ante lope  La ke s  Wa te r Compa ny, L.L.C., Gra nite
Mounta in Wa te r Compa ny, Inc., a nd Chino Me a dows  II Wa te r Compa ny, Inc. Altoge the r, the
wa te r s ys te ms  owne d by Mr. a nd Mrs . Le vin  provide  u tility s e rvice  to  a pproxima te ly 980
cus tomers  in Arizona

The Proposed Wastewater System

ALS  will be  pha s ing in its  wa s te wa te r tre a tme nt fa cility ("WWTF") by cons tructing a n
initia l pha se  of a  40,000 ga llon pe r da y ("GP D") e xte nde d a e ra tion tre a tme nt pla nt. A se cond
pha s e  would incre a s e  ca pa city to 82,000 GP D a nd a  third pha s e  would incre a s e  ca pa city to
250,000 GP D by the  third ye a r. The  Wa s te wa te r Compa ny will ultima te ly pha s e -in tre a tme nt
plant capacity in increments  of 250,000 to 750,000 GPD for the  entire  requested C C &N a re a . In
its  firs t 5-ye a r cons truction pe riod, the  Wa s te wa te r Compa ny is  proje cting a pproxima te ly 13.7
miles  of ma in with 183 manholes  to se rve  72 cus tomers  in the  firs t yea r and 1,092 cus tomers  by
the  e nd of the  fifth ye a r. This  5-ye a r cons truction pe riod cove rs  a pproxima te ly 1-3/4 s qua re
miles  of the  requested s ix square-miles  of the  CC&N area
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According to the  Wa s te wa te r Compa ny, the  initia l e fflue nt s ys te m will be  a  le a chfie ld
sys tem type  in the  firs t few yea rs  with the  fina l e ffluent sys tem cons is ting of recha rge  we lls  tha t
will be  loca te d one -qua rte r mile  north of the  WWTF. Wa te r s e rvice  curre ntly provide d within
the requested wastewater C C &N is  se rved by Ante lope  Lakes  Wate r Company, L.L.C. and Abra
Wate r Company, Inc.

S ta ff conclude s  tha t the  Compa ny's  propos e d wa s te wa te r s ys te m will ha ve  a de qua te
infrastructure  to serve the  requested area .

Cost Analysis

ALS  is  propos ing to ind its  pla nt fa cilitie s  through e quity a nd contributions  in a id of
cons truction (us ing hook-up fees). The  tota l e s tima ted cos t for the  plant facilitie s  is  $4,872,036

In a ddition, ALS  submitte d the  wa s te wa te r pla nt-in-se rvice  spre a dshe e t for the  firs t five
ye a rs  by the  Na tiona l As s ocia tion  of Re gula tory Utility Commis s ione rs  ("NARUC") p la nt
account:

Yea r 1:
Yea r 2:
Yea r 3:
Yea r 4:
Year 5:

$1,117,090
$1,835,730
$3,353,883
$4,872,036
$4,872,036

S ta ff ha s  re vie we d the  propose d tota l wa s te wa te r pla nt-in-se rvice  a nd found the  pla nt
fa cilitie s  a nd cos t to  be  re a s ona ble  a nd a ppropria te . Howe ve r, a pprova l o f th is C C &N
a pplica tion doe s  not imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba s e . No
"used and use ful" de te rmina tion of the  proposed plant-in-se rvice  was  made , and no conclus ions
should be  inferred for ra te  making or ra te  base  purposes in the  future .

Arizona Department of Environmental Quality ("ADEQ") Compliance

ALS does  not have  any plant facilitie s  a t this  time , the re fore , an ADEQ compliance  s ta tus
is  not applicable  a t this  time

The  Wastewa te r Company has  not rece ived its  ADEQ Genera l Pe rmit for cons truction of
the  was tewa te r fa cilitie s . S ta ff re commends  tha t ALS file  with Docke t Control, a s  a  compliance
ite m in this  docke t, copie s  of the  Ge ne ra l P e rmits  for the  colle ction sys te m for P ha se  1 of the
initia l phase  of the  deve lopment when rece ived by the  Company, but no la te r than 2 yea rs  a fte r
the  e ffective  da te  of the  order granting this  applica tion

S ince  a n Aquife r P rote ction P e rmit ("AP P ") re pre s e nts  funda me nta l a uthority for the
designa tion of a  wastewater se rvice  a rea  and a  wastewater provider, S ta ff recommends tha t ALS
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tile  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of the  AP P  within 2 ye a rs
a fte r the  e ffective  da te  of the  order granting this  applica tion.

Wastewater Depreciation Rates

ALS  ha s  a dopte d S ta ff's  typica l a nd cus toma ry wa s te wa te r de pre cia tion ra te s . The s e
ra te s  a re  pre se nte d in Ta ble  A of the  a tta che d Engine e ring Re port a nd it is  re comme nde d tha t
ALS use  these  deprecia tion ra te s  by individua l NARUC ca tegory a s  de linea ted in Table  A of the
a ttached Engineering Report.

Fa ir Va lue  Ra te  Bas e

Cons is te n t with  Commis s ion  ru le s ,  ALS 's  filings  inc lude d  the  re qu ire d  five -ye a r
proje ctions  for pla nt va lue s , ope ra ting re ve nue s , ope ra ting e xpe ns e s , a nd the  numbe r of
customers. P roje ctions  a nd a s s umptions  a re  ne ce s s a ry to e s ta blis h a  fa ir va lue  ra te  ba s e
("FVRB") a nd initia l ra te s  due  to the  la ck of his torica l informa tion. In this  proce e ding, origina l
cos t ra te  base  ("OCRB) is  the  FVRB

S ta ff re vie we d  the  Compa ny's  p ropos e d  P la n t in  S e rvice  a rid  ha s  ma de  s e ve ra l
adjus tments . The  Company proposed a  capita l s tructure  of 48.5 pe rcent equity, 0 pe rcent debt
a nd 51.5 pe rce nt contribution in a id of cons truction ("CIAC"). The  CIAC is  in the  form of a
non-re fundable  hook up fee  cha rge  to cus tomers . S ta ffs  firs t adjus tment is  to remove  the  hook
up fe e  a nd the  CIAC from the  ca pita l s tructure . S ta ff policy is  not to re comme nd hookup fe e s
for initia l CC&N a pplica tions . In a ddition, the  Compa ny ha s  not file d a  hook up fe e  ta riff to
re flect its  proposed hook up fee . In lieu of a  non-re fundable  hook up fee , S ta ff is  recommending
a  s e rvice  line  conne ction cha rge  tha t would be  colle cte d from cus tome rs . This  s e rvice  line
conne ction  cha rge  will be  a n  a dva nce  in  a id  of cons truction  ("AIAC") a nd  re funda ble  to
customers. The  re mova l o f the  non-re funda ble  hook up  fe e  a nd  its  re p la ce me nt with  a
re funda ble  se rvice  line  conne ction cha rge  would produce  a  diffe re nt ca pita l s tructure  tha n the
one  propose d by the  Compa ny. S ta ffs  re comme nde d ca pita l s tructure  is  the re fore  a t le a s t 70
pe rce nt e quity, 0 pe rce nt de bt, a nd up to 30 pe rce nt AIAC. Ba s e d on the  proje cte d firs t five
yea rs  of ope ra tions , the  Company would have  an approxima te  capita l s tructure  of 91.1 pe rcent
e quity, 0 pe rce nt de bt, a nd 8.9 pe rce nt AIAC. S e e  S che dule s  DRE-WW-5 a nd DRE-WW-6 in
the  a ttached Rate  Analyst Report

S ta ff adjus ted account 363 Services  to Customers  to re flect S ta ffs  recommended se rvice
line  conne ction cha rge  a s  pre vious ly note d. S e e  S che dule  DRE-WW-2 in the  a tta che d Ra te
Ana lys t Report

S ta ff reviewed ALS 's  revenue  and expenses  projections  and found them to be  gene ra lly
re a sona ble . Howe ve r, S ta ff a djus te d the  propose d re ve nue s  in orde r to a chie ve  the  re ve nue s
ne e de d to a chie ve  a n 8.05 pe rce nt ra te  of re turn by the  fifth ye a r of ope ra tions  give n S ta ffs
re comme nde d ca pita l s tructure . S ta ff a lso ha s  re move d the  thre e  pe rce nt growth ra te  tha t the
Was tewa te r Company applied annua lly to ope ra ting expense s . S ta ff adjus ted the  deprecia tion
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expense  to re flect changes  made  to the  proposed capita l s tructure  of the  Wastewate r Company.
Fina lly, S ta ff adjusted the  proposed property taxes  to re flect changes  to the  proposed revenues .
See  Schedule  DRE-WW-l in the  a ttached Ra te  Ana lys t Report.

S ta ff re vie we d ALS 's  a ccumula te d de pre cia tion a t the  e nd of the  fifth ye a r a nd ma de
a djus tme nts  to re fle ct S ta ffs  a djus tme nt to the  Wa s te wa te r Compa ny's  propose d de pre cia tion
expense . See  Schedule  DRE-WW-3 in the  a ttached Rate  Analyst Report.

S ta ff de te rmine d the  proje cte d ra te  ba s e  for the  wa s te wa te r P la nt in  S e rvice  to  be
$4,073,710 a t the  e nd of five  ye a rs . S e e  S che dule  DRE-WW-1 in the  a tta che d Ra te  Ana lys t
Re port.

S ta ff recommends tha t ALS be  required to use  the  deprecia tion ra tes  for the  Wastewate r
Company recommended in the  Staff Engineering Report.

Revenue and Expenses

As  jus tifica tion for the  initia l ra te s , ALS  ha s  e s tima te d its  re ve nue  a nd e xpe ns e s . The
revenue  estimates were  adjusted by S ta ff through adjus tment of the  recommended ra tes  in order
to obta in a  re turn on ra te  ba se  of 8.05 pe rce nt in ye a r 5. S ta ff a lso re vie we d the  Wa s te wa te r
Compa ny's  e xpe nse  e s tima te s  a nd, a s  pre vious ly note d, a djus te d the  prope rty ta xe s  e xpe nse ,
removed the  proposed expense  growth ra te , and adjusted deprecia tion expense  to re flect S ta ff s
recommended capita l s tructure  and S ta ffs  recommended wastewate r ra tes . See  Schedule  DRE-
Ww-l in the  a tta che d Ra te  Ana lys t Re port.

Rate Design

All of the  Wa s te wa te r Compa ny's  proje cte d re ve nue s  a re  de rive d from the  re s ide ntia l
cus tome r cla s s . S ta ff ha s  re vie we d the  e s tima te s  a nd ma de  a n a djus tme nt to the  Wa s te wa te r
Company's  proposed res identia l ra te  to achieve  an approximate  8.05 percent re turn on ra te  base
in ye a r 5. The  a djus tme nt to ALS 's  propose d re s ide ntia l ra te s  wa s  ne ce ssa ry to re fle ct S ta ff" s
adjus tments  to the  Wastewa te r Company's  proposed capita l s tructure  and proposed expenses
The  wa s te wa te r ra te s  re que s te d  by ALS  a re  a  monthly fla t fe e . S ta ff concurs  with  the
Wastewater Company on its  proposed monthly fla t fee  ra te  design

Sta ff recommends  tha t the  Wastewa te r Company's  proposed a fte r hours  se rvice  cha rge
be  adjusted to re flect a  fla t ra te  of $50 per occurrence  ins tead of an hourly fee . The  other se rvice
charges proposed were  found reasonable  and should be  adopted for the  Wastewater Company's
initia l ra tes . See  Schedule  DRE-WW-4 in the  a ttached Ra te  Ana lyst Report

The  Wa s te wa te r Compa ny ha s  propos e d tha t the  s e rvice  line  conne ction cha rge  be
colle cte d from cus tome rs  a s  a  CIAC or hook-up fe e  a s  pre vious ly dis cus s e d. S ta ff doe s  not
recommend any hook up fee  be  adopted and recommends the  removal of the  proposed hook up
fe e  from the  Wa s te wa te r Compa ny's  se rvice  cha rge s . Ins te a d S ta ff recommends a  re fundable
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s e rvice  line  conne ction  cha rge  to  be  co lle c te d  from cus tome rs  a s  a n  a dva nce  in  a id  o f
construction. See  Schedule  DRE-WW-4 in the  a ttached Ra te  Ana lyst Report.

S ta ff re comme nds  the  a pprova l of its  ra te s , a nd cha rge s  a s  pe r Wa s te wa te r S che dule
DR E -W W -4  o f th e  a tta c h e d  R a te  An a lys t R e p o rt a n d  a s  s u p p o rte d  b y th e  Ariz o n a
Adminis tra tive  Code , Article  6, S e we r Utilitie s .

S ta ff furthe r re comme nds  tha t the  Utilitie s  be  re quire d to file  with Docke t Control, a s  a
complia nce  ite m in this  docke t, a  ta riff cons is te nt with the  ra te s  a nd cha rge s  a uthorize d by the
Commiss ion within 30 days  of the  decis ion in this  ma tte r.

In the  a pplica tion, ALS  propos e s  to cha rge  a  re conne ction/de linque nt cha rge  of $30.
Howeve r, the re  was  no cha rge  reques ted for a  disconnection from the  sys tem. Additiona lly, the
Wa s te wa te r Compa ny will only be  providing wa s te wa te r s e rvice  a nd will not be  the  wa te r
s e rvice  provide r for the  a re a . This  p re s e n ts  ALS  the  d ifficu lty o f co lle c ting  de linque nt
wa s te wa te r bills  without a  corre s ponding a bility to dis conne ct wa te r s e rvice . Be ca us e  of the
bifurca ted na ture  of wa te r and wastewate r utility se rvices  within the  reques ted C C &N area , S ta ff
is  re comme nding tha t the  Wa s te wa te r Compa ny be  re quire d to e nte r into a  Wa te r S e rvice
Te rmina tion Agre e me nt, s ubje ct to a pprova l by the  Commis s ion, with Abra  Wa te r Compa ny,
Inc. ("Abra "), the  provide r of wa te r utilitie s  in  the  re que s te d CC&N a re a . This  Agre e me nt
would a llow Abra  to dis conne ct wa te r cus tome rs  who ha ve  a  wa s te wa te r s e rvice  de linque ncy
with ALS  a nd de line a te  the  conditions  a nd proce dure s  for ta king s uch a ction. ALS  a nd Abra
would both a lso have  to file  a  ta riff with the  Commiss ion once  an agreement ha s  been reached
be twe e n the  pa rtie s . The  Commiss ion ha s  pre vious ly a pprove d s imila r a gre e me nts  be twe e n
Arizona -Arne rica n  Wa te r Compa ny ("Arizona -Ame rica n") a nd  the  City o f Bullhe a d  City
(De cis ion No. 66998) a nd Arizona -Ame rica n a nd the  City of S urpris e  (De cis ion No. 68917)
Staff has contacted Kevan Larson, President of the  Abra  Water Company, and he  expressed tha t
his  company would be  open to such an agreement with ALS

Franchis e

Eve ry a pp lica n t fo r a  CC&N a nd/or CC&N e xte ns ion  is  re qu ire d  to  s ubmit to  the
Commission evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
pe rmit from the  prope r a uthority. If the  a pplica nt ope ra te s  in a n unincorpora te d a re a , the
Was tewa te r Company ha s  to obta in the  franchise  from the  County. If the  applicant ope ra te s  in
an incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the  City/Town

ALS  file d, in the  docke t, a  copy of the  fra nchis e  a gre e me nt it ha d e nte re d into with
Yavapa i County

Reques t for Service

As  pa rt of its  re vie w of the  a pplica tions , S ta ff a ls o is s ue d a n Ins ufficie ncy Le tte r on
Fe brua ry 22, 2007. In the  Ins ufficie ncy Le tte r, Ite m Nos . 10 a nd 11, S ta ff re que s te d ALS  to
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provide  the  reques t for se rvice  from each of the  a ffected prope rty owners  and to provide  a  map
of the  re que s te d s e rvice  te rritory with the  ide ntifica tion of the  re s pe ctive  prope rty owne rs
reques ting se rvice . In response  to S ta ff's  reques t, ALS provided numerous  responses  it rece ived
from the  la nd owne rs , s ome  of which we re  in  fa vor a nd s ome  de clining s e rvice . ALS  a ls o
provide d a  color-code d ma p of the  re que s te d s e rvice  te rritory with the  ide ntifica tion of the
respective  property owners  reques ting se rvice . The  map and the  reques ts  for se rvice  a re  he reby
incorpora ted by re ference .

The  re que s te d a re a  is  a pproxima te ly s ix squa re -mile s  or 3,840 a cre s  a nd include s  the
community of Paulden, which is  loca ted approxima te ly 25 mile s  north of P re scott. ALS rece ived
re que s ts  for se rvice  for va rious  portions  of the  re que s te d CC&N a re a . The  re que s ts  for se rvice
re ce ive d s e e ms  to be  conce ntra te d in or a round the  vicinity whe re  ALS  pla ns  to cons truct its
initia l pla nt for the  firs t five  ye a rs  of ope ra tion, a pproxima te ly 1-3/4 s qua re  mile  a re a . In a
dis cus s ion be twe e n S ta ff a nd a n ALS ' re pre s e nta tive  on Ma rch 28, 2008, the  re pre s e nta tive
could not a ffirma tive ly te ll S ta ff how long it would ta ke  ALS  to provide  s e rvice  to thos e  a re a s
outs ide  the  initia l plant a rea , if requested. It is  S ta ff" s  unders tanding tha t the  owner of the  la rgest
pa rce l (in the  We s t ha lf of S e ction 33, a dja ce nt to a  portion of the  initia l pla nt a re a ), doe s  not
ha ve  a ny inte ntions  of de ve loping the  prope rty but re que s te d s e rvice  in orde r to be  a ble  to
subdivide  the  pa rce l into individua l lots  a nd the n se ll the m. S ta ff be lie ve s  it is  not in the  public
inte res t to grant a  CC&N to a  pa rce l sole ly for the  land owner to be  able  to subdivide  and se ll the
lots . The  gra nting of a  CC&N to  a  pa rce l would a dd va lue  to  the  prope rty. As  s uch, S ta ff
re comme nds  tha t ALS  be  re quire d to tile  with Docke t Control a n a me nde d le ga l de scription for
the  a re a  outline d in Atta chme nt D, no la te r tha n 15 da ys  a fte r the  e ffe ctive  da te  of the  orde r
gra nting this  a pplica tion. S ta ff a lso recommends  tha t the  Commiss ion deny ALS reques t for a
C C &N in the  a reas  outs ide  the  boundarie s  of the  a rea  recommended by S ta ff. ALS can a lways
file  a n a pplica tion in the  future  to e xte nd s e rvice  to othe r a re a s , whe n the  ne e d a ris e s . The
Wastewater Company is prob ecting to serve 1,092 residentia l customers a t the  end of five  years

Fit a nd  P rope r

a pplica nts  for a  CC&N a nd to  is s ue  a  CC&N only upon a  s howing tha t the  is s ua nce  to  a
pa rticula r a pplica nt would se rve  the  public inte re s t. In de te nnining whe the r or not the  is sua nce
of a  CC&N to  a  pa rticula r a pplica nt is  in  the  public  in te re s t, S ta ff cons ide rs  whe the r the
applicant is  a  fit and proper entity to own and opera te  a  wate r and/or wastewate r utility

ALS  is  a  ne w utility with no prior ope ra ting e xpe rie nce . Mr. P a ul D. Le vie  a nd his  wife
Mrs . Ra e  Le vin own ALS  a nd ha ve  e xpe rie nce  with re gula te d public utility e ntitie s . Mr. a nd
Mrs . Le vin  own the  following public u tilitie s  in  Arizona : Ante lope  La ke s  Wa te r Compa ny
L.L.C., Gra nite  Mounta in Wa te r Compa ny, Inc., a nd Chino Me a dows  II Wa te r Compa ny, Inc
Alto g e th e r,  th e  wa te r s ys te ms  o wn e d  b y Mr.  a n d  Mrs .  Le vie  p ro vid e  u tility s e rvice  to
a pproxima te ly 980 cus tome rs  in Arizona . According to  the  Utilitie s  Divis ion  Complia nce
Section, Ante lope  Lakes  Wa te r Company, L.L.C., Granite  Mounta in Wa te r Company, Inc., and
Chino Me a dows  II Wa te r Compa ny, Inc. ha ve  no outs ta nding complia nce  is sue s . According to
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the  2006 Annua l Reports  submitted to the  Commiss ion, Granite  Mounta in Wate r Company, Inc.,
a nd Chino Me a dows  II Wa te r Compa ny, Inc. ha d a  Ne t Income  of $19,443.61 a nd $32,191.30,
re spe ctive ly, for the  ye a r e nding De ce mbe r 31, 2006, while  Ante lope  La ke s  Wa te r Compa ny,
L.L.C., which se rves  only two customers , had a  Net Loss  of $22,722.51.

According to the  Applica tion, Mr. Ma urice  Le e  is  the  Ce rtifie d Ope ra tor a nd On-S ite
Manage r for the  Was tewa te r Company. In connection with the  is suance  of additiona l discove ry
requests  re la ted to de te rmining Mr. Lee 's  experience  in opera ting wa te r and wastewate r sys tems
in Arizona , the  Ce rtifie d Ope ra tor wa s  cha nge d to Ms . P a tricia  D. Ols e n, while  the  On-S ite
Manage r was  changed Mr. Paul D. Levie . According to the  Wastewa te r Company's  re sponse  to
S ta ffs  Fe brua ry 22, 2007 Ins ufficie ncy Le tte r file d on De ce mbe r 31, 2007, "Mr. Ma urice  Le e
will not be  the  Ce rtifie d Ope ra tor of the  s ys te m nor the  On-S ite  Ma na ge r." The  Wa s te wa te r
Compa ny's  re sponse  furthe r s ta te s , "to our knowle dge , no a ction ha s  be e n ta ke n a ga ins t Mr.
Ma urice  Le e  by a ny gove rnme nta l a ge ncie s . Mr. Ma urice  Le e  will not be  a cting a s  a  Ce rtifie d
Ope ra tor in our be ha lf a nd will not be  involve d in the  ma na ge me nt of Ante lope  La ke s  S e we r,
LLC."

In re vie wing the  Wa s te wa te r Compa ny's  "Re vis ions  to C C &N S che dule s  provide d in
re sponse  to De ficie ncy Le tte r" ("Re vise d Sche dule s") tha t wa s  file d on Ja nua ry 22, 2008, S ta ff
note d tha t the  Wa s te wa te r Compa ny's  Ce rtifie d P ublic Account, Mr. Thoma s  J . Boura ssa  who
pre pa re d the  Re vise d S che dule s , copie d "Ma urice  Le e , Ana lytica l Wa te r S olutions". As  such,
S ta ff is s ue d  S ta ffs  Firs t S e t o f Da ta  Re que s ts , Ite m No. BNC l.l ("BNC l.l"),  s e e king  to
unde rs ta nd the  re la tions hip be twe e n Ante lope  La ke s  S e we r Compa ny, Mr. Ma urice  Le e  a nd
Ana lytica l Wa te r Solutions , in light of the  Wa s te wa te r Compa ny's  re sponse  to S ta ffs  Fe brua ry
22, 2007 Ins ufficie ncy Le tte r tile d on De ce mbe r 31, 2007. In the  re s pons e  to BNC l.l (he re in
incorpora te d by re fe re nce ), the  Wa s te wa te r Compa ny indica te d tha t "Mr. Ma urice  Le e  is  a
ma na ging me mbe r of Ana lytica l Wa te r S olutions , LLC......Mr. Ma urice  Le e  a nd Ana lytica l
Water Solutions  have  been involved with the  design and permitting process  for our company, but
only in a  subcontractor capacity to engineer and design our plant

The  Commis s ion  is  fa milia r with  Mr. Le e  from h is  owne rs h ip  a nd /or ope ra tion  o f
Arizona  Utility S upply a nd S e rvice , L.L.C. ("AUS S "). On Augus t 18, 2004, the  Commis s ion
is s ue d a n Orde r to S how Ca us e , in De cis ion No. 67201, a ga ins t AUS S  in Docke t No. S W
04002A-04-0600 rega rding a lleged de ficiencie s  a t two of AUSS ' was tewa te r trea tment facilitie s
For othe r a ctions  ta ke n by the  Commiss ion in orde r to prote ct the  he a lth, sa fe ty a nd we lfa re  of
AUSS customers , please  see  Decis ion Nos. 67586 (February 15, 2005) and 68995 (October 20
2006)

S ta ff be lie ve s  ALS  ha s  ma de  a  good fa ith  e ffort to  re move  Mr. Le e  from the  utility
ope ra tions . Howe ve r, S ta ff is  conce rne d ove r Mr. Le e  be ing involve d with the  e ngine e ring a nd
des igning of the  plant given tha t the  Commiss ion had previous  difficultie s  with AUSS unde r his
control
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S ta ff be lie ve s  tha t the  ultima te  obliga tion of the  Commis s ion is  to prote ct the  public
inte re s t, to tha t e nd the  impos ition of re a s ona ble  conditions  to e ns ure  ALS  is  conducting it
bus iness  ope ra tions  in a  manner which will not compromise  the  inte res ts  of its  cus tomers  should
be  re quire d. The re fore , in orde r to he lp e nsure  tha t ALS  will not be come  a  trouble  utility, S ta ff
recommends  the  Commiss ion require  ALS to file  each Janua ry 15th, until Mr. Maurice  Lee  is  no
longe r a ssocia te d with ALS or a ny of its  a ffilia te s , a n a ffida vit s igne d by a ll the  me mbe rs  of the
utility LLC, informing the  Commiss ion tha t Mr. Le e  pe rforme d no se rvice s  for a nd wa s  not a nd
is  not e mploye d by or a ffilia te d in a ny ca pa city with ALS  during the  pre vious  ye a r. S ta ff a ls o
re comme nds  ALS  provide  a  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit of
$250,000. The  bond  o r le tte r o f c re d it s ha ll re ma in  in  p la ce  un til fu rthe r Orde r o f the
Commiss ion. P roof of the  pe rforma nce  bond or le tte r of cre dit sha ll be  file d in this  docke t, a s  a
complia nce  ite m, prior to s e rvice  be ing provide d to a ny cus tome r. The re a Re r, the  proof of the
pe rfonna nce  bond or le tte r of cre dit s ha ll be  file d s e mi-a nnua lly on e a ch J uly a nd J a nua ry
covering the  preceding s ix month pe riod.

Recommendations

Wastewater Service CC&N

S ta ff re comme nds  the  Commis s ion  a pprove  ALS ' a pplica tion  for a  CC&N for the
re que s te d a re a  tha t is  within the  bounda rie s  of its  propos e d or initia l pla nt (s pe cifica lly, a s
outline d in Atta chme nt D) within portions  of Ya va pa i County, Arizona , to provide  wa s te wa te r
se rvice , subj e t to complia nce  with the  following conditions :

Tha t the  Commis s ion find tha t the  fa ir va lue  ra te  ba s e  of ALS ' prope rty de vote d to
wastewater service  is  $4,073,710.

2. Tha t the  Commis s ion a pprove  S ta ffs  ra te s  a s  s hown on Wa s te wa te r S che dule  DRE-
WW-4 in the  a tta che d Ra te  Ana lys t Re port. In a ddition to colle ction of its  re gula r ra te s ,
ALS  ma y colle ct from its  cus tome rs  a  proportiona te  sha re  of a ny privile ge , sa le s  or use
ta x.

3. Tha t the  Commis s ion re quire  ALS  to tile  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, a  ta riff cons is tent with the  ra te s  and cha rges  authorized by the  Commiss ion
within 30 days  of the  decis ion in this  ma tte r.

4. Tha t the  Commis s ion re quire  ALS  to file  notice  with Docke t control, a s  a  complia nce
ite m in this  docke t, tha t ALS  ha s  s ta rte d providing se rvice  to its  firs t cus tome r within 15
days  of providing se rvice .

5. Tha t the  Commis s ion re quire  ALS  to tile  a  ra te  a pplica tion no la te r tha n thre e -months
following the  fifth annive rsa ry of the  da te  it begins  providing se rvice  to its  firs t cus tomer.
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Tha t the  Commiss ion re quire  ALS  to ma inta in its  books  a nd re cords  in a ccorda nce  with
the  NARUC Uniform Sys te m of Accounts  for Wa s te wa te r Utilitie s .

7. Tha t the  Commiss ion require  ALS to use  the  deprecia tion ra te s  recommended by S ta ff

8. Tha t the  Commiss ion require  ALS to finance  a t le a s t 70-pe rcent of its  plant with equity.

Tha t the  Commiss ion require  ALS to submit a  Wate r Se rvices  Te rmina tion Ta riff, subj e t
to approva l by the  Commiss ion, with Abra  Wa te r Company, Inc. tha t would provide  ALS
the  re me dy of dis conne ction of wa te r s e rvice  for cus tome rs  who ha ve  a  wa s te wa te r
se rvice  de linquency. This  ta riff should be  filed within 365 days  of a  decis ion in this  case .

10. Tha t the  Commis s ion re quire  ALS  to file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, copie s  of the  Ge ne ra l P e r nits  for the  colle ction sys te m for P ha se  1 of the
initia l phase  of the  deve lopment when rece ived by the  Wastewate r Company, but no la te r
than 2 years  a fte r the  e ffective  da te  of the  order granting this  applica tion.

11. Tha t the  Commiss ion re quire  ALS  tile  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  copy of the  APP within 2 years  a fte r the  e ffective  da te  of the  order granting this
applica tion.

12. Tha t the  Commis s ion re quire  ALS  to tile  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, an amended lega l description for the  a rea  outlined in Attachment D, no la te r
than 15 days a fte r the  e ffective  da te  of the  order granting this  applica tion.

13. Tha t the  Commis s ion re quire  ALS  to file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, each January 15th, until Mr. Maurice  Lee  is  no longer associa ted with ALS or
a ny of its  a ffilia te s , a n a ffida vit s igne d by a ll the  me mbe rs  of the  utility LLC, informing
the  Commiss ion tha t Mr. Lee  pe rformed no se rvices  for and was  not and is  not employed
by or a ffilia ted in any capacity with ALS during the  previous  yea r.

14. Tha t the  Commiss ion re quire  ALS  to provide  a  pe rforma nce  bond or irre voca ble  s ight
dra ft le tte r of cre dit of $250,000. The  bond or le tte r of cre dit sha ll re ma in in pla ce  until
furthe r Orde r of the  Commiss ion. P roof of the  pe rforma nce  bond or le tte r of cre dit sha ll
be file d in this  docke t, a s  a  complia nce  ite m, prior to s e rvice  be ing provide d to a ny
cus tomer. The rea fte r, the  proof of the  pe rformance  bond or le tte r of credit sha ll be  filed
semi-annually on each July and January covering the  preceding s ix month period.

S ta ff furthe r recommends  tha t the  Cornlniss ion's  Decis ion granting the  CC&N to ALS be
cons ide red null and void, a fte r due  process , should ALS fa il to mee t Conditions  Nos . 3, 9, 10, ll,
and 12, lis ted above  within the  time  specified.

S ta ff a lso recommends  tha t the  Commiss ion deny ALS ' reques t for a  CC&N in the  a reas
outside the boundaries of the  areas recommended by Staff.

9.

6.



Atta chme nt A

MEMORANDUM

DATE : April 1, 2008

TO: Ble s s ing N. Chukwu
Exe cutive  Consulta nt III

FRO M: Ma rlin S cott, J r.
Utilitie s  Engine e r /

RE: Ante lope  Lakes  Sewer, LLC
Docke t No. S W-20510A-07-0062 (CC&N- Wastewater)

In tro d u c tio n

Ante lope  La ke s  S e we r, LLC ("Compa ny") s ubmitte d a n a pplica tion for a  Ce rtifica te  of
Convenience  and Necess ity ("CC&N") to provide  was tewa te r se rvice  in Ya va pa i County.
The  re que s te d a re a  is  a pproxima te ly s ix squa re -mile s  or 3,840 a cre s  a nd include s  the
community of Paulden, which is  loca ted approxima te ly 25 mile s  north of P re scott. Wa te r
se rvice  currently provided within the  reques ted was tewa te r CC&N is  se rved by Ante lope
Lakes  Wate r Company and Abra  Wate r Company, Inc.

Company's Proposed Wastewater System

Th e  Co mp a n y will b e  p h a s in g  in  its  wa s te wa te r tre a tme n t fa c ility ("WWTF") b y
cons tructing  a n  in itia l pha s e  of 40 ,000  ga llon  pe r da y ("GP D") e xte nde d  a e ra tion
tre a tme nt pla nt. A s e cond pha s e  would incre a s e  ca pa city to 82,000 GP D a nd a  third
pha s e  would incre a s e  ca pa city to 250,000 GP D by the  third ye a r. The  Compa ny will
ultima te ly phase -in trea tment plant capacity in increments  of 250,000 GPD to 750,000 for
the  e ntire  re que s te d CC&N a re a . In its  firs t 5-ye a r cons truction pe riod, the  Compa ny is
projecting approxima te ly 13.7 mile s  of ma in with 183 manhole s  to se rve  72 cus tomers  in
the  firs t ye a r a nd 1,092 cus tome rs  by the  e nd of the  fifth ye a r. This  5-ye a r cons truction
pe riod cove rs  approxima te ly 1-3/4 squa re -mile s  of the  reques ted s ix squa re -mile s  of the
CC&N a re a

According to the  Compa ny, the  initia l e fflue nt sys te m will be  a  le a chfie ld sys te m type  in
the  firs t fe w ye a rs  with the  fina l e fflue nt sys te m cons is ting of re cha rge  we lls  tha t will be
loca ted one-quarte r mile  north of the  WWTF

Cos t Ana lys is

The  Compa ny is  propos ing to fund its  pla nt fa cilitie s  through e quity a nd contributions  in
a id of cons truction (us ing hook-up fees) for the  facilitie s  a s  follows
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1. P la nt Fa cilitie s :

P roie ct
Phase  I
Phase  II
P ha s e  III

WWTF
$ 601,510
$ 133,250
$1,300,000

Ma ins
s  515 ,580
$  585 ,390
$1,736,306

$2,034,760 $2,837,276 =$4,872,036

In a ddition, the  Compa ny submitte d the  wa s te wa te r pla nt-in-se rvice  spre a dshe e t for the
firs t five  ye a rs  by the  Na tiona l As s oc ia tion  o f Re gu la to ry Utility Commis s ione rs
("NARUC") pla nt a ccount:

Yea r 1:
Yea r 2:
Yea r 3:
Yea r 4:
Yea r 5:

$l,117,090
$1,835,730
$3,353,883
$4,872,036
$4,872,036

S ta ff ha s  re vie we d the  propose d tota l wa s te wa te r pla nt-in-s e rvice  a nd found the  pla nt
fa cilitie s  a nd cos t to be  re a s ona ble  a nd a ppropria te . Howe ve r, a pprova l of this  CC&N
a pplica tion doe s  not imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba se .
No "use d a nd use ful" de te rmina tion of the  propose d pla nt-in-se rvice  wa s  ma de , a nd no
conclusions should be  inferred for ra te  making or ra te  base  purposes in the  future .

Arizona Department of Environmental Quality ("ADEQ") Compliance

Genera l Permit

The  Compa ny ha s  no t re ce ive d  its  ADEQ Ge ne ra l P e rmit fo r cons truction  o f the
was tewa te r fa cilitie s . S ta ff re commends  tha t the  Company file  with Docke t Control, a s  a
complia nce  ite m in this  docke t, copie s  of the  Ge ne ra l P e rmits  for the  colle ction sys te m
for Pha se  1 of the  initia l pha se  of the  de ve lopme nt whe n re ce ive d by the  Compa ny, but
no la te r than 2 years  a fte r the  e ffective  da te  of the  order granting this  applica tion.

Aquife r P rote ction Pe rmit

S ince  a n Aquife r P rote ction P e r nit ("AP P ") re pre s e nts  funda me nta l a uthority for the
des igna tion of a  was tewa te r se rvice  a rea  and a  was tewa te r provide r, S ta ff recommends
tha t the  Company file  with Docke t Control, a s  a  compliance  item in this  docke t, a  copy of
the  APP within 2 yea rs  a fte r the  e ffective  da te  of the  orde r granting this  applica tion.
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Wastewater Depreciation Rates

The  Company has  adopted S ta ffs  typica l and cus tomary was tewa te r deprecia tion ra te s
Sta ff recommends the  adoption of its  typica l wastewate r deprecia tion ra tes  and the  use  of
these  ra tes  by individua l NARUC ca tegory as  de linea ted in the  a ttached Table  A

S umma ry

Conclus ions

S ta ff conclude s  tha t the  Compa ny's  propos e d wa s te wa te r s ys te m will ha ve
adequate  infrastructure  to serve the requested area

S ta ff conclude s  tha t the  propos e d  wa s te wa te r p la n t fa cilitie s  a nd  cos t a re
reasonable  and appropria te . However, no "used and use ful" de te rmina tion of this
pla nt-in-se rvice  wa s  ma de , a nd no pa rticula r future  tre a tme nt should be  infe rre d
for ra te  making or ra te  base  purposes in the  future

Recommendations

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce
ite m in this  docke t, copie s  of the  Ge ne ra l P e rmits  for the  colle ction s ys te m for
Pha se  1 of the  initia l pha se  of the  de ve lopme nt whe n re ce ive d by the  Compa ny
but no  la te r tha n  2  ye a rs  a fte r the  e ffe ctive  da te  o f the  orde r g ra n ting  th is
a pplica tion

S ta ff re comme nds  tha t the  Compa ny tile  with Docke t Control, a s  a  complia nce
item in this  docke t, a  copy of the  APP within 2 yea rs  a fte r the  e ffective  da te  of the
orde r granting this  applica tion

S ta ff re comme nds  the  a doption of its  typica l wa s te wa te r de pre cia tion ra te s  a nd
the  use  of these  ra tes  by individua l NARUC ca tegory as  de linea ted in the  a ttached
Ta ble  A



366

8.33

370 Rece iving Wells 30

Pumping Equipment 8

Reuse  Distribution Reservoirs 40

Reuse  Transmission & Distribution System 40

Treatment & Disposa l Equipment 20

Plant Sewers 20

Outfa ll Sewer Lines 30

Other P lant & Misce llaneous Equipment 1 5 6.67

20.0

Office  Furniture  ac Equipment 15

Compute rs  & Software 5

Transporta tion Equipment 5

Stores Equipment 25 4.0

Tools, Shop & Garage  Equipment 20

Laboratory Equipment 10

Power Operated Equipment 20

Communica tion Equipment 10

Misce llaneous Equipment 10 10.0

Other Tangible  Pla nt 10 10.0

NAR UC
Acct.
No .

Depreciable  P lant
Average Service

Life (Years)

Annua l
Accrua l Ra te

(%)

354 Structures & Improvements 30 3.33

355 Power Generation Equipment 20 5.0

360 Collection Sewers  - Force 50 2.0

361 Collection Sewers- Gravity 50 2.0

362 Specia l Collecting S tructures 50 2.0

363 Services to Customers 50 2.0

364 Flow Measuring Devices 10 10.0

365 Flow Measuring Insta lla tions 10 10.0

3.33

12.5

2.5

2.5

5.0

5.0

3.33

371

374

375

380

381

382

389

390

* 390.1

391

392

393

394

395

396

397

398

20.0

4.0

5.0

10.0

5.0

10.0

Ante lope  La ke s  S e we r,  LLC
April 1 ,  2008
P a ge  4

Ta ble  A. Wa s te wa te r De pre cia tion Ra te s

Note : S ince  the  Company did not include this account, S taff added this account and
depreciate rate



ATTACHMENT B

MEMORANDUM

TO: Ble s s ing N. Chukwu
Exe cutive  Cons ulta nt III - Utilitie s  Divis ion

FROM: Darak R. Eaddy 'DIZE
P ublic Utilitie s  Ana lys t II - Utilitie s  Divis ion

DATE : March 25, 2008

ANTELOPE LAKES SEWER, LLC. APPLICATION FOR NEW CERTIFICATE
OF CONVENIENCE AND NECESSITY (DOCKET no. SW-020510A-07-0062)

In tro d u c tio n

On January 29, 2007, Antelope Lakes Sewer, LLC. ("Company" or "Antelope Lakes")
submitted an application to the Arizona Corporation Commission ("Commission") for a
Certificate of Convenience and Necessity ("CC&N") to provide public utility wastewater
services in Mohave County, Arizona. On January 30, 2008, the application was determined to
have met sufficiency by the Commission Utilities Division Staff ("Staff"). The application
indicates that there are presently no customers receiving wastewater service in the area of the
requested CC&N. At the end of five years the Company is projecting to be servicing 1,092
customers, all of whom will be residential.

Fair Value Rate Base

Cons is tent with Commiss ion rule s , the  Company's  filings  included the  required five -yea r
proje ctions  for pla nt va lue s , ope ra ting re ve nue s , ope ra ting e xpe ns e s , a nd the  numbe r of
customers . Projections  and assumptions  a re  necessary to es tablish a  fa ir va lue  ra te  of re turn and
initia l ra te s  due  to the  lack of his torica l informa tion. In this  proceeding, origina l cos t ra te  ba se  is
the  fa ir value  ra te  base .

RE:

S ta ff re vie we d  the  Compa ny's  p ropos e d  P la n t in  S e rvice  a nd  ha s  ma de  s e ve ra l
adjus tments . The  Company proposed a  capita l s tructure  of 48.5 pe rcent equity, 0 pe rcent debt
a nd 51.5 pe rce nt contribution in a id of cons truction ("CIAC"). The  CIAC is  in the  form of a
non-re fundable  hook up fee  charge  to customers . S ta ff's firs t adjus tment is  to remove  the  hook
up fe e  a nd the  CIAC from the  ca pita l s tructure . S ta ff policy is  not to re comme nd hookup fe e s
for initia l CC&N a pplica tions . In a ddition, the  Compa ny ha s  not file d a  hook up fe e  ta riff to
re flect its  proposed hook up fee . In lieu of a  non-re fundable  hook up fee , S ta ff is  recommending
s e rvice  line  conne ction cha rge  tha t would be  colle cte d from cus tome rs . This  s e rvice  line
conne ction  cha rge  will be  a n  a dva nce  in  a id  of cons truction  ("AIAC") a nd  re funda ble  to
customers. The  re mova l o f the  non-re funda ble  hook up  fe e  a nd  its  re p la ce me nt with  a
re funda ble  se rvice  line  conne ction cha rge  would produce  a  diffe re nt ca pita l s tructure  tha n the
one  propose d by the  Compa ny. S ta ffs  re comme nde d ca pita l s tructure  is  the re fore  a t le a s t 70
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pe rce nt e quity, 0 pe rce nt de bt, a nd up to 30 pe rce nt AIAC. Ba s e d on the  proje cte d firs t five
yea rs  of ope ra tions , the  Company would have  an approxima te  capita l s tructure  of 91.1 pe rcent
equity, 0 pe rcent debt, and 8.9 pe rcent AIAC. See  Schedules  DRE-WW-5 and DRE-WW-6.

S ta ff adjus ted account 363 Services  to Customers  to re flect S ta ffs  recommended se rvice
line  connection charge  as  previously noted. See  Schedule  DRE-WW-2.

S ta ff reviewed the  Company's  revenue  and expense s  projections  and found them to be
ge ne ra lly re a sona ble . Howe ve r, S ta ff a djus te d the  propose d re ve nue s  in orde r to a chie ve  the
revenues  needed to achieve  a  projected 8.05 percent ra te  of re turn by the  fifth year of opera tions
give n S ta ff's  re comme nde d ca pita l s tructure . S ta ff a lso ha s  re move d the  thre e  pe rce nt growth
ra te  tha t the  Compa ny a pplie d a nnua lly to ope ra ting e xpe nse s . S ta ff a djus te d the  de pre cia tion
expense  to re flect changes  made  to the  proposed capita l s tructure  of the  Company. Fina lly, S ta ff
adjusted the  proposed property taxes to re flect changes to the  proposed revenues. See  Schedule
DRE -W W -l.

S ta ff reviewed the  Company's  a ccumula ted deprecia tion a t the  end of the  fifth yea r and
made  adjustments  to re flect S ta ffs  adjustment to the  Company's  proposed deprecia tion expense .
See  Schedule  DRE-WW-3.

S ta ff de te rmine d the  proje cte d ra te  ba s e  for the  wa s te wa te r P la nt in  S e rvice  to  be
$4,073,710 a t the  end of five  years . See  Schedule  DRE-WW-1.

S ta ff re comme nds  tha t the  Compa ny be  re quire d to use  the  de pre cia tion ra te s  for the
wastewater Company recommended in the  Staff Engineering Report

Revenue and Expenses

As justifica tion for the  initia l ra tes , the  Company has  es timated its  revenue  and expenses
The  revenue  e s tima tes  were  adjus ted by S ta ff through adjus tment of the  recommended ra te s  in
orde r to obta in a  projected re turn on ra te  base  of 8.05 pe rcent in yea r 5. S ta ff a lso reviewed the
Compa ny's  e xpe nse  e s tima te s  a nd a s  pre vious ly note d a djus te d the  prope rty ta xe s  e xpe nse
removed the  proposed expense  growth ra te , and adjusted deprecia tion expense  to re flect S ta ff' s
recommended capita l s tructure  and S ta ffs  recommended wastewate r ra tes . See  Schedule  DRE
WW-1

Rate Design

A11 of the  Company's  projected revenues are  derived from the  residentia l customer class
Staff has  reviewed the  estimates  and made  an adjustment to the  Company's  proposed residentia l
ra te  to a chie ve  a  proje cte d 8.05 pe rce nt re turn on ra te  ba se  in ye a r 5. The  a djus tme nt to the
Compa ny's  propos e d re s ide ntia l ra te s  wa s  ne ce s s a ry to  re fle ct S ta ffs  a djus tme nts  to  the
Company's  proposed capita l s tructure  and proposed expenses . The  wastewate r ra tes  requested
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by the  Compa ny a re  a  monthly fla t fe e .
monthly fla t fee  ra te  des ign.

S ta ff concurs  with the  Compa ny on its  propos e d

Sta ff recommends  tha t the  Company proposed a fte r hours  se rvice  charge  be  adjus ted to
re fle ct a  fla t ra te  of $50 pe r occurre nce  ins te a d of a n hourly fe e . The  othe r s e rvice  cha rge s
propose d we re  found re a sona ble  a nd should be  a dopte d for the  Compa ny's  initia l ra te s . S e e
Schedule  DRE-WW-4.

The  Compa ny ha s  propose d tha t the  s e rvice  line  conne ction cha rge  be  colle cte d from
cus tome rs  a s  a  contribution in a id of cons truction or non-re funda ble  hook up fe e  a s  pre vious ly
discussed. S ta ff does not recommend any hook up fee  be  adopted and recommends the  removal
of the  proposed hook up fee  from the  Company's  se rvice  cha rges . Ins tead S ta ff recommends a
re fundable  se rvice  line  connection charge  to be  collected from customers  as  an advance  in a id of
construction. See  Schedule  DRE-WW-4.

In its  applica tion, the  Company has  reques ted a  reconnection/de linquent cha rge  of $30.
Howe ve r the re  wa s  no cha rge  re que s te d for a  disconne ction from the  sys te m. Additiona lly, the
Compa ny will only be  providing wa s te wa te r s e rvice  a nd will not be  the  wa te r s e rvice  provide r
for the  a re a . This  pre se nts  the  Compa ny the  difficulty of colle cting de linque nt wa s te wa te r bills
without a  corre sponding ability to disconnect wa te r se rvice . Because  of the  bifurca ted na ture  of
wa te r a nd wa s te wa te r utility se rvice s  within the  re que s te d CC&N a re a , S ta ff is  re comme nding
tha t the  Company be  required to ente r into a  Wa te r Se rvice  Te rmina tion Agreement, subject to
a pprova l by the  Commis s ion, with Abra  Wa te r Compa ny, Inc. ("Abra "), the  provide r of wa te r
utilitie s  in the  re que s te d CC&N a re a . This  Agre e me nt would a llow Abra  to dis conne ct wa te r
cus tome rs  who ha ve  a  wa s te wa te r se rvice  de linque ncy with Ante lope  La ke s  a nd de line a te  the
conditions  a nd proce dure s  for ta king s uch a ction. Ante lope  La ke s  a nd Abra  would both a ls o
ha ve  to tile  a  ta riff with the  Commis s ion once  a n a gre e me nt ha s  be e n re a che d be twe e n the
pa rtie s . The  Commis s ion ha s  pre vious ly a pprove d s imila r a gre e me nts  be twe e n Arizona -
Ame rica n Wa te r Compa ny ("Arizona -Ame rica n") a nd the  City of Bullhe a d City (De cis ion No.
66998) a nd Arizona -Ame rica n a nd the  City of S urpris e  (De cis ion No. 68917). S ta ff ha s
conta cte d Ke va n La rs on, P re s ide nt of the  Abra  Wa te r Compa ny, a nd he  e xpre s s e d tha t his
company would be  open to such an agreement with Ante lope  Lakes.

Recommendations

Staff recommends:

a pprova l of S ta ffs  ra te s  a s  s hown on S che dule  DRE-WW-4. In  a dd ition  to
colle ction of its  re gula r ra te s , the  Compa ny ma y colle ct from its  cus tome rs  a
proportionate  share  of any privilege , sa les  or use  tax

the  Compa ny be  re quire d to notify the  Dire ctor of the  Utilitie s  Divis ion within 15
days  of providing se rvice  to its  firs t cus tomer
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the  Compa ny be  re quire d to file  a  ra te  a pplica tion no la te r tha n thre e  months
following the  fifth a nnive rsa ry of the  da te  the  Compa ny be gins  providing se rvice
to its  firs t cus tomer.

the  Company be  required to mainta in its  books and records  in accordance  with the
NARUC Uniform S ys te m of Accounts  for Wa te r a nd Wa s te wa te r Utilitie s .

the  Compa ny be  re quire d to us e  the  de pre cia tion ra te s  re comme nde d by S ta ff
Enginee ring for was tewa te r utilitie s .

the  Compa ny be  re quire d to file  a  Wa te r S e rvice s  Te rmina tion Ta riff, subje ct to
a pprova l by the  Commis s ion, with the  Abra  Wa te r Compa ny, Inc. tha t would
provide  the  Company the  remedy of disconnection of wa te r se rvice  for cus tomers
who ha ve  a  wa s te wa te r s e rvice  de linque ncy. This  Ta riff s hould be  s ubmitte d
within 365 days  of a  decis ion in this  case .



YEAR 1 YEAR 5YEAR 4YEAR 3YEAR 2

Antelope Lakes Sewer, LLC
Docket Number SW-21510A-07-0062

Schedule DRE-WW-1

WASTEWATE R
Proforma Income Statement and

Original Cost Rate Base

Operating Revenue:
Flat Rate Revenue
Measured Revenue
Established Charges
Other Operating Revenue

Total Operating Revenue

$26,828
$0

$1,825
$0

$28,653

$94,815
$0

$2,800
$0

$97,615

$248,063
$0

$7,625
$0

$255,688

$478,118
$0

$8,025
$0

$486,143

$699,353
$0

$7,025
$0

$706,378

Operating Expenses:
Operation and Maintenance
Depreciation
Property Taxes
Income Taxes

20,400
22,174
1,650

0

27,722
53,233
2,912

0

68,164
87,561
7,028

0

128,876
138,540
15,110

0

187,260
165,763
25,488

0

$44,224

($15,5'/2)

$83,868
$13,747

$162,753
$92,935

$282,525

5203,617

$378,511

$327,866
Total Operating Expense

Operating Income/(Loss)
Less:
Interest Income
Net Income

0
(15,572)

0
13,747

0
$92,935

0
$203,617

0
$327,866

Number of Customers
Residential\
Commercial

Total

73
0

73

185
0

185

490
0

490

811
0

811

1,092
0

1,092

$1 ,076,261
22 174
43.800

$1,764,991
75.403

106.620
151

3.011
$1 ,586,130

0.87%

$3,334,129
162.967
278.520

396
7.332

$2,900,370
3.20%

$4,912,867
301 506
441 .720

764
13.818

$4,184,223
4.87%

$5,081 ,467
467.270
561 .660

117
20.056

$4,073,710

8.05%

Plant in Service
Less: Accumulated Depreciation
Net Advances in Aid of Construction
Plus: 1/24 Power
Plus: 1/8 Operation and Maintenance
ORIGINAL COST RATE BASE

Rate of Return

2.421
$1 ,012,752

1.54%

nu
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PLANT IN SERVICE - WASTEWATER

Acc'tno. Description Cost
Year One

Additions
Year Two

Additions
Year Three

Additions
Year Four

Additions
Year Five

Plant Total
Year Five

138,873 138,873

430,950 488,280 736,138 736,138 2,391,506

43,800 67,200 183.000 192,600 168,600 655,200

61,750 61 ,750

361 ,985 133,250 650,000 650,000 1,795,235

301
302
303
354
355
360
361
362
363
364
365
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

Organization
Franchises
Land & Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters &Meter installations
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Transmission & Distribution Syst
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Miscellaneous Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

25,287
13,616

25,287
13,616

$1,075,261 $688,730 $1,569,138 $1,578,738 $168,600 $5,081 ,467



Antelope Lakes Sewer, LLC
Docket NumberSW-21510A-07-0062

Schedule DRE-WW-3

PLANT IN SERVICE WASTEWATER
AnnualAccumulated Depreciation

3rd year
Acc. Depr.

4th year
Acc. Depr.

5th year
Acc. Depr.

2,312 11,561 16,186 20,810

4,310 17,811 43,557 84,026 131,856

438 1 .see 6.036 13,842 25,260

3,859 11,578 19,297 27,016 34,734

9,050 30,480 71 ,492 145,004 234,765

Acc't No.
301
302
303
354
355
360
361
362
363
364
365
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

Description
Organization
Franchises
Land & Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters & Meter Installations
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Transmission & Distribution Syste
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Miscellaneous Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Totals

Staff's 1st year 2nd year
pr. Rat Acc. Depr. Acc. Depr.
0.00% - -
0.00% -
0.00% -
3.33% 6,937
5.00% -
2.00%
2.00%
2.00%
2.00%

10.00%
10.00%
2.00%
8.33%
3.33%

12.50%
2.50%
2.50%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

I

843
1 ,see

2,530
4,085

4,217
6,808

5.903
9,531

7,590
12,254

Staf fs
PIS Year 5 D

$0
$0
$0

$138,873
$0
$0

$2,391 ,506
$0

$655,200
$0
$0
$0
$0
$0

$61 ,750
$0
$0

$1,795,235
$0
$0
$0

$25,287
$13,616

$0
$0
$0
$0
$0
$0
$0
$0

$5,081 ,4e7[ $22,114

n

$75,403 $162,967 $301,506 $467,270
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RATE DESIGN-WASTEWATER

Minimum Monthly Flat Charqe
Residentialt
Commercial

Company
Proposed
Rates

$ 35.00
0.25Per Gallon Per Day?

Staff
Recommended

Rates

$ 61 .25
0.25 Per Gallon Per Days

Effluent Sales
Treated Effluent per 1,000 gallons
Treated Effluent per acre foot

$
$

0.15
244.00

$
$

0.75
244.00

1 For townhouses and multifamily - each townhouse residence (unit) required to pay full monthly flat rate as
specified above regardless of whether the service connection serves more than one unit.

2 Commercial wastewater flows are based on the average daily flows set forth in Engineering Bulletin 12
Table 1 published by the Arizona Department of Environmental Quality (June 1989).

$
$

25.00
30.00

$ 25.00
$ 30.00

2 times monthly bill
0% 0%

$ 15.00
1 .50%

$ 15.00
1.50%

$ 50.00
NA

1 .50%
$

(a)
50.00
1.50%

Service Charges
Establishment of Service
Reoonnection/Ddinquent
Deposit
Deposit Interest
Reestablishment of Service (within 12 months)
NSF Check
Late Payment Penalty

(per month on unpaid balance)
After Hours Service Charge, Per Hour
After Hours Service Charge, Flat Rate
Deferred Payment Finance Charge
Main Extension and Additional Facilities Agreements
Service Line Connection Charge s 2,400.00 (¢) $600.00 (b)

* Per A.A.C. R14-2-603(B), Residential - two times average be, Non-residential - two and one-half times average bill

** Per A.A.c. R14-2-603(D), Number of months off the system times the monthly minimum.

*** Cost, to include all parts, labor, overhead, and all apply be taxes, including income taxes.

(al Staff does notrecommend an hourly fee for this charge

(b) Staff recommended charge to be collected as a refundable advance in aid of construction
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Advances in Aid of Construction

Year Refund
10.00%

1

2

3

4

5

$
$
$
$
$

Gross
Advances

43,800
67,200

183,000
192,600
168,600

$
$
$
$
$

Cumin.
Advances

43,800
111 ,000
294,000
486,600
655,200

$
$
$
$
$

4.380
11 ,10o
29,400
48,660

Net Plant
Advances Refunded
$ -

$ 4,380
$ 15,480
s 44,880
$ 93,540

$
$
s
$
$

Net
Advances
Balance

43,800
106,620
278,520
441 ,720
561 ,660
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Equity- Wastewater

Year 1
$1 .076,261

Year 2
$1 ,764,991Common Stock

Paid-In Capital
Retained Earnings
Total Equity

(15,572)
$1 ,060,689

(1,825)
$1 ,767,546

Year 3
$3,334, 129

11
91

$3,436,339

Year 4
$4,912,867

29.400
294.727

$5,236,994

Year 5
$5,081 ,467

48.660
622593

$5,752,720

$
43.800

$ $
106.620 278.520

Liabilities and Deferred Credits
Net Advances in Aid of Construction
Long-Term Debt
Total Liabilities and Deferred Credits
Total Equity and Liabiltiy $1 ,104,489 $1,874,166 $3,714,859 $5,678,714 $6,314,380

Equity Percentage
Advances Percentage
Total percentage

96.03%
3.97%

100.00%

94.31 %
5.69%

100.00%

92.50%
7.50%

100.00%

92.22%
7.78%

100.00%

91.11%
8.89%

100.00%
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ATTACHMENT C
I'

MEMQBAEQQM

TO: E51655m9 C}1ukwu

Executive Consultant Ill

Ut\ht\e5 D\v151on

FROM : Barb Wells r r
lnformat#l6n Technology S`>l9ec1all5t
UtMtle5 DM:5lon

TI'iRU : Del 5m\th
Enqmeermq Ul96rlVI50r
Utllntnes Dlvlswon

DATE : February 8, 2007

RE : MITHIIPE nuts SEWER I lac lnoem in. SW-20510A-01-0062]

The area requested by Antelope Lakes for a sewer CC$N has been plotted with no
complucatlone uemd the Ieqal deecrxptlon provided wlth the applncatlon (a copy of which
Ne attached).

Also attached are copies of the maps for your rules.

zb5w

Attachmermts

cc: Mr. Paul Levee

Ms. Deb Person (Hand Cairned)

Fl16



\

s
\g

\g gq

1 i
1

s
\ s

¢",

» v 1/* * .\'"

.'~ 1/1/»*\\ w'Q .

I1 -

a=» Q #

_e/
' , ° \»

l"~"° £ 9 "1I.~ »
/ / / I _ . - *1'-:~2*" . '»`*̀ *

. ~»'*l **
) / __ ,/1/.\ f

f °'» *~'.- _ -//)"'.I -..*' qv/1* '
*,,*¢*:~:\ 4 *

**l )

's • /II • ~,'.'~'/(y/;,' *°*7*
~.-'** . ' * ""\

(~r°" 11;1-1~ '- 4]/ I 0"4
A . »_g~L"\*, ,'

I 4" '
\ ¢'

. . >
. *b nl.*» .*~ _:~,'~.

AS-*  ̀.. I-.'»' '/.~\"*"" '
A\* ' .

_.,_.. ' .
»I  .  \

. Gk /1.

3

N

\

av
Ar

41'
' "'¢//»'11'

_ff

_ ]

*.,_~.1/
W ¢ . ii *

"\'°Q.'//'*"r. .11

W »

0//1 * ..
*Q*"*.

. . ~_\'*'7 2*-
*]\*7'/' ` *J'*'* \ I///»'~~* J'/1;-' ';~:

, , - / / A l*

A . `

F \\ ..  I . v
><"¢y,>'-11£*f».''

-4_1/1_: »̀_» ) *

re/

Z:-»_ - qs'
*o

1 0 sRH» ' *Q*"-

'"*"1- '~
*~. //I ' .

: . *.' I/v * W I\"~» \
:///** 4;*» \

~c"1.i'¢ *
o** " 11 _g

-,~..~.* * .°»
! ' ,.' *.:QI/A .

\

N

' s4 s
8

|

s

.  1  , \ I * . 1 1/ , .-4 ¢ 4 \
//,~.--e»'//" ;.r»*~°~

-l*~*"* we~<~~°»"-'/1/:'l'»'*
,*I ' '»~-'~_ 1 "'¢ w*"O*

1 *.'¢» * . .

Q ''*..*¢
.° . . .

. r-'-'°'1$~~;».'/1
Y»"~°''" * n "WX" .°_

¢*v[/)°À ,*o**.S
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R ANG E 2 West

_ _ _ _ W-1782

Abra Water Company, Inc.

_ _ _ _ __ W-2651

Juniper Wells Water Company, Inc.

Antelope Lakes Water Company

Antelope Lakes Sewer, LLC

Docket No. SW-20510A-07-0062

Application for Sewer CC8zN
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Water in this  a rea  is  provided by both Abra  Water Company and Ante lope  Lakes Water
Company. The  exact a rea  of the ir individua l CC & N will be  la te  tiled by June  1, 2007.

W1/2 of Section 27, Section 28, 29, 32, 33, and 34, Township l 8N, Range  ZW, of the  G & S.R..,
B & M and land loca ted north of the  BNSF Ra ilroad line  of sections  3 and 4, Township 17N,
Range  KW, of the  G. & S.R., B & M.

Des cription of a rea  for P ropos ed Sewer CC 84 N
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Application for a Certificate of convenience and Necessity, Antelope Lakes Sewer, LLC
Submission for Page 4 Section M
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